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An ABC Digest of Management Techniques, Part 2 


compiled by Frank Finch 
88. MANAGEMENT ACCOUNTING 


Definition. Management Accountancy is the term used to 
describe the accounting methods, systems and techniques 
which, coupled with special knowledge and ability, assist 
management in its task of maximising profits or minimising 
losses. (Batty). 


Explanation. For many years accounting was considered to 
consist of two branches—financial accounting and cost 
accounting. In the UK there were, and are, several profes- 
sional bodies covering the former, and the Institute of Cost 
and Works Accountants was the professional body for the 
latter. Over the last ten years cost accountants have gradu- 
ally shifted the orientation of their subject towards the 
provision of accounting information to management for 
decision making, rather than focusing on merely reporting 
historical costs. 


Illustration. The modern management accountant would 
offer management and comprehensive analysis of new capi- 
tal expenditure proposals in which the effects of possible 
changes in the main controlling variables (eg capital cost, 
delay in completion), were evaluated (sensitivity analysis 
(qv)), the probabilities that such changes could occur (risk 
analysis (qv)) and the consequences if they did (conse- 
quences analysis (qv)). 


Reference. J. Batty, Management Accountancy (Macdonald 
and Evans). 
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89. MANAGEMENT AUDIT 

Definition. An audit of a company’s policies, objectives, 
techniques and processes resulting in a set of conclusions 
on managerial effectiveness and efficiency, and recom- 
mendations on possible ways of increasing performance 
and profitability. 

Explanation. There has been a considerable debate in 
management journais concerning the areas that might be 
investigated in a management audit, the tactics of presenta- 
tion, and competence of external and internal auditors to 
carry out the work, whether or not there is a need for it, 
the practicability of it, whether consistent standards could 
be developed and so on. 

Illustration. Both client and auditor tend to approach 
management auditing via the intermediate step of a survey 
of the company’s management or financial control systems, 
with recommendations restricted to the design or improve- 
ment of the data base or of other aspects of the manage- 
ment information systems. When the technique is extended 
to cover subjects beyond management information systems 
the distinctions between it and company appraisal (qv) 
become blurred. Most of the management audits with 
unrestricted terms of reference are undertaken by external 
consultants for obvious reasons. 

Reference. L. R. Howard, The Management Audit 
(Accountancy, October 1969). R. Harris, Business 
Approach to the Modern Audit (Accountancy, October & 
November 1969). 
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